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STATE   OF  MONTANA 


STATE  CAPITOL 
HELENA.  MONTANA  59601 

406/449-3122 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

Transmitted  herewith  is  the  report  on  the  audit  of  the  Department 
of  Institutions,  Central  Office  for  the  year  ended  June  30,  1975. 

The  audit  was  conducted  by  Eigeman,  Loucks  and  Glassley,  CPA's  of 
Great  Falls,  under  a  contract  between  the  firm  and  our  office.   The 
comments  and  recommendations  contained  in  this  report  represent  the 
views  of  the  firm  and  not  necessarily  the  Legislative  Auditor. 

The  agency's  written  response  to  the  report  recommendations  is 
included  in  the  back  of  the  audit  report. 

Respectfully  submitted, 

Morris  L.  Brusett,  C.P.A. 
Legislative  Auditor 


SUMMARY  OF  RECOMMENDATIONS 

As  a  separate  section  in  the  front  of  each  audit  report  we  Include  a 
listing  of  all  recommendations  together  with  a  notation  as  to  whether 
the  agency  concurs  or  does  not  concur  with  each  recommendation.   This 
listing  serves  as  a  means  of  sunmiar  l/.ing  the  recommendations  contained 
In  the  report  and  the  audited  agency's  reply  thereto  and  also  as  a 
ready  rcferem-e  to  the  supporting  comments. 

Listed  below  are  the  audit  recommendations  contained  in  this  report 
and  an  indication  as  to  whether  or  not  the  Department  of  Institutions 
concurred  with  the  recommendations.   In  some  instances  it  is  not  clear 
to  us  what  the  department's  position  is  with  regard  to  a  particular 
recommendation.   In  those  cases  we  interpreted  the  response  as  best 
we  could  to  enable  us  to  prepare  this  suiranary.   The  department's  full 
reply  is  included  in  the  back  of  the  report. 

Page 
Reimbursements  Program 

We  recommend  that  priority  of  organizing  this  program 

be  immediately  undertaken.  9 

Agency  Reply:   Concur.   See  page  27. 

Statewide  Budgeting  and  Accounting  System 

We  recommend  that  an  effort  be  made  to  fully  utilize 
the  system  for  analysis  of  performance  and  assistance 
in  current  and  future  budgeting.  9 

Agency  Reply:   Concur.   See  page  28. 

Internal  Control  Review 

Our  review  of  internal  control  stimulated  the  following 
comments: 

Cash  Receipts  and  Disbursements 

1)  Employees  participating  in  the  receiving,  paying  and 
handling  of  cash  items  should  be  required  to  take 
vacations  on  an  annual  basis  and  their  duties  given 

to  others  in  their  absence.  9 

Agency  Reply:   Concur.   See  page  29. 

2)  Internal  auditing  by  way  of  surprise  checks  of  deposit 
tickets  into  original  books  of  account  should  be  made 
on  an  irregular  basis  by  someone  with  no  duties  per- 
taining to  cash  or  collections.  9 

Agency  Reply:   Concur.   See  page  29. 
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SUMMARY  OF  RECOMMENDATIONS  (Continued) 

Page 

Plant  and  Equipment 

1)  Detailed  records  should  be  maintained  on  all  fixed 

asset  purchases.  9 

2)  A  physical  inventory  of  fixed  assets  should  be 

observed  annually.  9 

3)  Major  piirihases  should  be  niaik'  through  the  State 

Purchasing  Dopartment.  9 

Agency  Reply:   The  Agency  contends  the  above  items  are 
currently  in  effect.   See  page  29. 

Vouchers  Payable 

Duplicate  copies  of  invoices  should  be  voided  to  prevent 

duplicate  payments.  10 

Agency  Reply:   Concur.   See  page  29. 

Payroll 

1)  We  recommend  the  use  of  a  time  clock  for  recording  the  time 
of  hourly  employees.   In  general  we  feel  that  the  control 

over  employee  attendance  is  lacking.  10 

Agency  Reply:   The  agency  disagrees.   See  page  30. 

2)  It  was  noted  that  employees  often  do  not  sign  for  their 
own  pay  check.   It  would  strengthen  internal  control  if 

each  employee  was  required  to  sign  for  his  own  pay  check.       10 

Agency  Reply:   The  agency  disagrees.   See  page  30. 

1)  We  observed  that  many  journal  vouchers  to  correct  coding 
errors  were  not  independently  approved  by  a  supervisory 
employee.  10 

2)  The  agency  needs  a  safe  to  secure  undeposited  receipts, 

pay  checks  and  other  valuable  documents.  10 

Agency  Reply:   Concur.   See  page  30. 

Budget  Amendments 

Detailed  records  of  budget  amendments  did  not  agree  with  the 
statewide  budget  and  accounting  system's  control  balance. 
We  recommend  that  in  the  future  these  subsidiary  records 
be  maintained  on  a  current  basis  and  agreed  monthly  to  the 
control.  10 

Agency  Reply:   Concur.   See  page  30. 
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SUMMARY  OF  RECOMMENDATIONS  (Continued) 


During  our  exainin.it  ion  we  were  unabli'  Lo  locate  copies  of 
two  appropriations.   We  satisilod  ourselves  as  to  tJieir 
existence  by  other  means,  but  rec-oiimenci  tlint  an  effort 
be  made  to  keep  complete  records  ol  these  documents. 


10 


Agency  Reply:   Concur.   See  page  31. 
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ElGEMAN.   LOUCKS  &  GLASSLEY 

Cerlified  Public   Accountants 

POST     OFFICE     BOX     2749  GREAT     FALLS.      MONTANA     59403 

HOLIDAY     VILLAGE     •     PHONE     4S3-2463 


DOUGLAS     F.     ElGEMAN.     C  PA 

SHIAN     H.     LOUCKS.     C  PA 

D       LAVERN     GLASSLEY,     C  PA 


MEMBERS; 

AMERICAN      INSTITUTE      OF 

LEDTiriEO     PUBLIC     ACCOUNTANTS 


The  Montana  State  Legislative  Audit  Committee: 


We  have  examined  the  balance  sheet  of  fumds  of  the  Department  of 
Institutions  -  Central  Office  as  of  June  30,  1975  and  the  related 
statements  of  appropriations  and  expenditures,  revenue  and   income  and 
changes  in  fund  balances  for  the  year  then  ended.   Our  examination  was 
made  in  accordance  with  generally  accepted  auditing  standards  and  with 
the  requirements  set  forth  in  the  applicable  guides  issued  for  Revenue 
Sharing  and  Crime  Commission  grant  recipients  and  accordingly  included 
such  tests  of  the  accounting  records  and  such  other  auditing  procedures 
as  we  considered  necessaxy  in  the  circumstances. 

The  statement  of  appropriations  axid  expenditures  presented  shows  an  over 
appropriation  of  the  General  Fund.  This  situation  occurred  because  we 
recorded  liabilities  owing  at  year  end  that  amounted  to  $107, 380 '67 • 
After  the  completion  of  our  audit  work  adjustments  were  made  reversing 
$32,323.77  of  these  accrued  liabilities.   Because  of  the  reorganization 
of  the  Agency  we  were  unable  to  question  the  parties  initiating  the 
adjustments,  but  our  examination  of  the  docioments  indicated  that  they 
indeed  applied  to  fiscal  year  1975. 

It  is  the  responsibility  of  the  Agency  to  bill  and  collect  reimbursements 
for  care  and  treatment  of  patients  in  various  State  institutions.  The 
receipts  for  this  care  and  treatment  are  recorded  on  a  cash  basis. 
Procedures  to  control  these  chaxges  are  not  sufficient  to  represent  the 
amount  that  should  be  considered  as  being  a  receivable  at  any  point  in 
time  including  year  end.  Therefore  we  are  unable  to  render  an  opinion  as 
to  the  fairness  of  the  balance  sheet  for  the  General  Fund  at  June  30?  1975 
and  the  results  of  its  operations  for  the  year  then  ended. 

Control  over  fixed  assets  is  not  adequate  to  allow  verification  required 
by  generally  accepted  auditing  standards. 

In  our  opinion,  except  as  noted  in  the  three  preceding  paragraphs,  the 
aforementioned  financial  statements  present  fairly  the  financial  position 
of  all  funds  except  the  General  Fund  of  the  Department  of  Institutions  - 
Central  Office  at  June  30»  1975>  and  the  resiilts  of  its  operations  for 
the  year  then  ended,  in  conformity  with  generally  accepted  accounting 
principles,  applied  on  a  consistent  basis. 


MaXh  k,   1976 


DEPARTKENT  OF  INSTITUTIONS  -  CENTRAL  OFFICE 
BALANCE  SHEET 
ALL  MINDS 


JUNE  30.  197^ 


EXHIBIT  A 


Federal  and  Private 
Revenue  Funds 


ASSETS 

Cash  in  Treasury- 
Revolving  Cash  Fund 
Accounts  Receivable 
Employee  Advances 
Other  Advances 
Encumbered  Appropriations 


General 

Community 

Central 

Fund 

Services 

Operations 

85,898.29 

1,1+20.83 

159.20 

llU.OO 

108.11 

255.00 

1U2, 868.15 

lIf3,50[|.l+6 

85,898.29 

1,U20.83 

LIABILITIES  AND  FUND  BALANCE 

Accrued  Support  Expenditures 
Accrued  Withdrawals 
Reserves  For: 

Revolving  Cash  Fund 

Accounts  Receivable 

Employee  Advances 

Other  Advances 
Fund  Balance 


IU2, 868.15 


159.20 
llU.OO 
108.11 
255.00 
-0- 

1U3.50U.U6 


3U,837.lU 
75,708.31 


i,U20.83 


(2U.6U7.16) 
85.898.29 


-0- 


1,U20.83 


(2) 


Federal  and  Private 
Revenue  Funds 


Grant 

Clearance 

Fund 


Revolving 
Fund 


Federal  Revenue 
Sharing 


Emergency 
Employment  Act 


Youth 
Home 


Billings 
Building 


8,661.11 


5,U71.U7 


1,250.08 


8,661.11 


^^U71.U7 


1,2^0.08 


1,14+7. 3U 


6,672.147 


1,180.65 


82.25 


-0- 


iMl.^h 


1.988.6U 
8,661.11 


U, 290.82 
^.U7l.U7 


1,167.83 
1.250.08 
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DEPARTMENT  OF  INSTITUTIONS  -  CENTRAL  OFFICE 

STATE^TENT  OF  APPROPRIATIONS  AND  EXPENDITTIRES 

ALL  FUTOS.  FOR  THE  YEAR  ENDED  JUNE  30.  197^ 


EXHIBIT  B 


ApTjropriations    Expenditures 


Excess 

Appropri  ati  ons 

Over 

Expenditures 


General  Fund 
Department  Operations 
Audit  and  Accounting 
Board 
Personnel 

Conmunity  Based  Services 
Research  and  Evaluation 
Total  General  Fund 

Federal  and  Private  Revenue  Funds 

Department  Operations 

Audit  and  Accounting 

Board 

Personnel 

Community  Based  Services 

Total  Federal  and  Private 
Revenue  Funds 

Grant  Clearance  Fund 
Community  Based  Services 

Revolving  Fund 
Department  Operations 


78,8^6.00 

157,328.00 

1,615.00 

l6,77U.OO 
655,9U5.00 

32.385.00 
9U2. 903.00 


97,21+8.00 

131,800.00 

2,U30.00 

220,0U1.00 

I.O8U.702.6O 


50.000.00 


15.000.00 


78,856.00 

156,568.10 

1,615.00 

16,698.U8 
666,IUiU.66 

32.580.93 
9'^2. 763.17 


90,570.114 

131, 657. 9U 

2,1430.00 

215,700.77 

1.030.U81.21 


1.536.221.60  1.U70.8U0.06 


Ui4.232.U8 


lU.967.20 


-0- 

759.90 

-0- 

75.52 

'10,1499.66] 
[  9.860.17: 


6,677.86 

1U2.06 

-0- 

U,3U0.23 

'^U.  221. 39 

6'^.38l.5U 


■^.767.52 


32.80 


2.51ili.l2l4.60  2. U82. 802.91 


61.321.69 


(U) 


DEPARTMEKfT  OF  INSTITUTIONS  -  CENTRAL  OFFICE 

STATEfffiNT  OF  REVENTTE  AND  INCOME 
ALL  FUNDS.  FOR  THE  YEAR  ENDED  JDWE  30,  1975 


EXHIBIT  C 


Reimbursement  Receipts 

Crime  Commission  Grants 

Health,  Education  and  Welfare  Grants 

Department  of  Labor  Grants 

Other  Grants 

Income  Transfers 

Intra-State  Services 

Other  Income 

Building  Rental  Income 


Federal  and  Private 

Revenue 

Funds 

General 

Community 

Central 

Fund 

Services 

Operations 

U,96U,i38.ll 

38,1+53.13 
62,250.00 

10,929.U0 
26.00 

20,750.00 

28,6lU.OO 
807,166.00 

52,371.00 

14,97^,093.^1 

9^7,233.13 

^2,371.00 

(5) 


Federal   sind.  Private 
Revenue  Funds 

Emergency 
Employment  Act 


Clearance 

Revolving 

Fund 

Fund 

Youth 

Billings 

Home 

Building 

50,000.00 

18U,570.U1+ 


i8U,570.Ul^ 


50,000.00 


16.U01.12 
16,U01.12 


(6) 


PEPARTMEINT  OF  INSTITUTIONS  -  CMTRAL  OFFICE 

STATEMENT  OF  CHANGES  IN  FUND  BALANCES 
ALL  FUNDS.  FOR  TTTE  YEAR  ENDED  JUNE  30,  1975 


EXHIBIT  D 


General 

Fund 


Federal  and  Private 
Revenue  Funds 

Conmiunity   Central 
Services  Operations 


Balance,  July  1,  197U 
Additions: 

Appropriations  from  General  Fund 
Appropriations  from  Federal  Revenue  Sharing 
Revenue  and  Income 
Expenditure  Adjustments  Recorded 
in  Following  Year 

Subtotal,  Additions 
Deductions: 
Expenditures 
Funds  Deposited  to  General  Fund 

Subtotal,  Deductions 
Balance,  June  30,  1975 


-0- 


9U2, 903.00 

U,975,092.5l 

9.860.17 
5.927.856.68 

952,763.17 

^,97'^iO??'^l 
5.927.856.68 

-0- 


1.600.92 


-0- 


957,233.13     52,371.00 


957.233.13   ^2,371.00 
983,U8l.2l   52,371.00 


983.U8l.21   52.371.00 
(  2U.617.16)    ^- 


(7) 


Federal  axid  Private 
Revenue  Funds 


Federal  Revenue 
Sharing 


Emergency 
Employment  Act 


Grant 

Clearance 

Fund 

Youth 
Home 


Revolving 
Fund 

Billings 
Building 


-0- 


3.118.97 


(       1.U76.70)  (         266.09) 


2U9,U30.oo 


(  1U2.92) 

2L9. 287.08 

2U9, 287.08 

2L9.287.0~ 
-0- 


i8U,570.I4+ 

18U.'^70.U14 

185,700.77 

18'^. 700.77 
1.988.6U 


50,000.00 


50.000.00 

14^,232.1+8 

Uit.232.U8 
U.  290.82 


16,1+01.12 

16.U01.12 

111,  967. 20 

IU.967.20 
1.167.83 
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DEPARTMENT  OF  INSTITUTIONS  -  CENTRAL  OFFICE 

COMMENTS  AND  RECOMMENDATIONS 

JHNE  30,  197$ 


Reimbursements  Proiscram  A  detailed  audit  of  the  reimbursements  prograjn 
was  performed  by  the  Office  of  the  Legislative  Auditor  for  the  year 
ended  June  30,  1972.  That  audit  specifically  recommended  procedures 
which  have  not  been  implemented.   It  appears  that  funding  is  not 
available  to  properly  and  consistently  administer  this  program.  During 
jhe   year  ended  June  30,  1972  recergts_uaderLthis  programamounted  to 

ILlL^^jIS^^ For  the  ye'ar^ ended  J-gne   30«  197$  receipts  amounted  to 

$U, 96^,138.  Because  of  the  materiality  of  the  amounts  involved  we 
recommend  that  priority  of  organizing  this  program  be  immediately 
undej^aken . 

Our  tests  of  reimbursements  did  not  disclose  any  misappropriation  of 
funds,  but  generally  accepted  accounting  principles  are  not  being 
applied.  Internal  control  is  lacking  and  basically  the  entire  program 
is  grossly  under  staffed  and  therefore  poorly  administered. 

Statewide  Budget  and  Accounting  System  Detailed  information  that  can 
be  provided  by  proper  use  of  the  statewise  budget  and  accounting  system 
is  not  being  adequately  utilized.   The  control  function  of  coding  daily 
transactions  is  not  being  applied  on  a  consistent  basis.  We  recommend 
that  an  effort  be  made  to  fully  utilize  the  system  for  analysis  of 
performance  and  assistance  in  current  and  future  budgeting. 

Internal  Control  Review  Our  review  of  internal  control  stimulated 
the  following  comments: 

Cash  Receipts  and  Disbursements 

1)  Employees  participating  in  the  receiving,  paying  and  handling 
of  cash  items  should  be  required  to  taJce  vacations  on  an 
annual  basis  and  their  duties  given  to  others  in  their  absence. 

2)  Internal  auditing  by  way  of  surprise  checks  of  deposit  tickets 
into  original  books  of  account  should  be  made  on  an  irregular 
basis  by  someone  with  no  duties  pertaining  to  cash  or  collections. 

Plant  and  Equipment 

1)  Detailed  records  should  be  maintained  on  all  fixed  asset 
purchases. 

2)  A  physical  inventory  of  fixed  assets  should  be  observed  annually. 

3)  Major  purchases  should  be  made  through  the  State  Purchasing 
Department. 
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EEPAETMENT  OF  INSTITUTIONS  -  CENTIULL  OFFICE 

COMMENTS  AUD  RECOMKEMPATIONS' 

JUNE  30.  197^ 

Internal  Control  Review  (Continued) 

Vouchers  Payable 

Duplicate  copies  of  invoices  should  be  voided  to  prevent 

duplicate  payments. 

Payroll 

1)  We  recommend  the  use  of  a  time  clock  for  recording  the  time 
of  hourly  employees.  In  general  we  feel  that  the  control 
over  employee  attendance  is  lacking. 

2)  It  was  noted  that  employees  often  do  not  sign  for  their  own 
pay  check.  It  would  strengthen  internal  control  if  each 
employee  was  required  to  sign  for  his  own  pay  check. 

General 

1)  We  observed  that  many  journal  vouchers  to  correct  coding  errors 
were  not  independently  approved  by  a  supervisory  employee. 

2)  The  agency  needs  a  safe  to  secure  undeposited  receipts,  pay 
checks  and  other  valuable  documents. 

Budget  Amendments  Detailed  records  of  budget  amendments  did  not  agree 
with  the  statewide  budget  and  accounting  system's  control  balance.  We 
recommend  that  in  the  future  these  subsidiary  records  be  maintained  on 
a  current  basis  and  agreed  monthly  to  the  control. 

During  our  examination  we  were  unable  to  locate  copies  of  two  appropria- 
tions. We  satisfied  ourselves  as  to  their  existence  by  other  means,  but 
recommend  that  an  effort  be  made  to  keep  complete  records  of  these  documents. 

Unrecorded  Liabilities  We  made  adjustments  to  properly  record  $107,380.67 
of  accrued  support  expenditures  which  had  not  been  recorded  in  the  fiscal 
year  ended  June  30,  1975.  This  further  strengthens  oiir  previous  comment 
about  not  utilizing  the  statewide  system  to  its  fullest  potential  in 
analyzing  expenditures.  Expenditure  detail  is  for  the  most  part  being 
ignored. 

Trust  Fund  Cash  When  Montana  State  Children's  Center  closed  late  in 
June,  1975,  the  cash  held  in  trust  for  children  at  that  Agency  was 
transferred  to  the  Department  of  Institutions.   At  June  30,  1975,  this 
amounts  to  $8,798.83. 
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AGENCY  RESPONSE 


^taic  of  (Jbntana 

department  of  institutions 


GOVERNOR 

TMOMAb  I-     luuor 


DIRtCTOR 

r?OHri(i   11    Mai  i  bON 


BOARD   MEMBERS 

Zl  I  LA  A.   JACOHSON     f.UEAl    PAl.LS 
Ll.UON   t.   KlIHNS.   KIM.  INt;b 
Wll.LI!,  M     MCKlON      MALTA 

KOBKRT  J    Hallo    kalisf^kll 

JOHN  W     SrRIZlCH      M   D  ,   HELLNA 


^clnia,  5OL1UI 


March   22,    1976 


Legislative  Audit  Committee 

of  the  Montana  State  Legislature 
Office  of  the  Legislative  Auditor 
State  Capitol 
Helena,  Montana   59601 

Gentlemen: 

We  have  reviewed  the  revised  audit  report  prepared  by  Eigeman,  Loucks, 
and  Glassley  on  the  Central  Office  of  the  Department  of  Institutions. 

The  audit  report  contains  useful  suggestions  and  reassures  the  Depart- 
ment of  Institutions  that  effective  management  exists  in  the  Central 
Office. 

The  auditor's  report  analyzes  expenditures  by  expenditure  identification 
and  therefore  reflects  overexpenditure  in  some  categories.   Reconciii 
ation  of  expenditures  indicates  conformity  with  total  appropriations. 
Compliance  with  total  appropriations  and  with  total  SBAS  Management 
regulations  is  reflected  in  the  agency  response. 


Our  response  to  the  recommendations  is  attached. 


Sincerely, 


sk:AjU 


Robert  H.  Mattson 
Director 

RHMrjn 

Enclosure 
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Auditor's  Report 

Comments:   The  adjustments  referred  to  by  the  auditor,  indicated  as 
credits  in  the  Department  reconstruction  of  the  Statement  of  Appropri- 
ations and  Expenditures,  were  made  and  reflected  on  SBAS  from  July  to 
November,  1975.   The  schedule  of  breakdown  by  month  follows: 

July  $  5,330.66 

August  626.77 

September  3,902.80 

October  18,537.81 

November  2,112.73 

$30,510.77 


This  schedule  reflects  the  following  reasons  for  credit: 

Cash  refunds  from  Youth  Guidance  Homes  for 

expenditures  made  out  of  the  General  Fund 

due  to  closure  of  Children's  Center  and 

placement  of  those  youths  $  4,697.42 

Refund  of  doublepayment  of  bill  70.91 

Correction  of  expenditures  made  out  of 
General  Fund  which  should  have  been  ex- 
penditures of  other  funds  3,787.73 

Cancel  or  decrease  accruals  18,125.82 

Expend  an  accrual  3,828. 89 

$30,510.77 

Also  attached  is  a  statement  from  the  Department  of  Administration 
addressing  1)  the  improbability  of  overexpending  an  appropriation  and  2) 
that  adjustments  after  fiscal  year-end  (debit  and  credit)  are  common  and 
acceptable. 

The  Department  has  responded  to  Reimbursements  in  the  agency  response  on 
Page  14. 

The  Department  believes  there  is  adequate  control  over  fixed  assets. 
Records  are  available  to  verify  all  such  assets  at  the  Department. 
Periodic  inventories  have  been  taken  annually,  and  perpetual  records 
have  been  maintained.   Thereby  the  Department  has  prepared  a  Statement 
of  General  Fixed  Assets  which  is  enclosed  on  the  following  page. 

Due  to  the  limited  time  available,  a  Statement  of  Changes  in  General 
Fixed  Assets  and  a  Schedule  of  General  Fixed  Assets  -  by  Function  (or 
location)  is  not  presented  but  could  be  compiled. 
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THOMAS  L    JUDGE 


TO: 

FROM: 

DATE: 
SUBJECT: 


Mr.   William  F.    Halley,  Administrator 
Planning  and  Management  Services   Division 
Department  of   Institutions 


Terry  Cannon,   Administrator 
Accounting   Division 

March   18,   1976 

RESPONSE  TO  AUDIT   FINDINGS 


T 


You  have  asked  me   to  respond  in  two  areas  where  the  independent 
auditors  have  questioned.     As  Administrator  of  the  State's  Accounting  Division, 
my  response  should  be  valid. 

1.  Can  an  agency  over-spend  their  appropriation(s)? 

The  Governor's   Office  submits   forms   through  my  office 
which  establish  appropriation  numbers,  amounts   associated 
with  those  numbers   and  other  appropriate  controls.     Once 
the  computer  has   accepted  the  amount   (maximum  authority), 
sufficient  computer  edits   guarantee  that  the  agency  dis- 
bursements  against  these  appropriations   cannot  exceed  that 
amount.      It  must  be  understood,   however,   that  the  computer 
edits  work  only  on   documents   it  captures. 

2.  Are  adjustments  to  accruals   after  the  fiscal  year  ends, 
common  and  acceptable? 

Ideally,   all    valid  and  proper  expenses  would  be   recorded 
in  SBAS  by  the  year-end  cut-off  (approximately  third  week 
in  July).     However,  since  unanticipated  invoices   appear 
and  because  accountants'   are  human  and  make  errors,  adjust- 
ments,  after  year-end  closing,  are  acceptable  and,   unfor- 
tunately, somewhat  common.     Adjustments   of  this  nature, 
especially  large  ones  tend  to  discourage  us  in  the  Account- 
ing Division  since  they  distort  our  published  financial 
report  for  the  State. 

Unexpended  balances  of  appropriations  at  year-end  are  sub- 
ject to  post  closing  accrual   procedures   for  12  months   follow- 
ing the  life  afforded  them  by  either  Legislative  or  Executive 
action.     This   rule  is  substantiated  both  by  statute   (82-109(1) 
and   (4),   R.C.M.    1947)   and  by  administrative  proclamation 
(M.A.M.    Chapter  2-1400).      During  the  12  month  period,   unex- 
pended balances   are  monitered  manually  in  my  office  and  are 
available  for  an  outsiders   scrutinization,   assuming  a  proper 
need-to-know  exists. 
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DEPARTMENT  OF  INSTITUTIONS  -  CENTRAL  OFFICE 

STATEMENT  OF  GENERAL  FIXED  ASSETS 

June  30,  1975 


General  Fixed  Assets. 


Land 


2  $134,050.00 


Buildings2  205.265.00^ 

Furniture  and  Equipment  125,748.00 

Cars  17,^94.00 

Total  General  Fixed  Assets  $482,557.00 


Investment  In  General  Fixed  Assets  From: 

State  General  Fund^  $328,176.00 

Federal  Grants  ^54, 381.00 

Total  Investment  in  General  Fixed  Assets          $482,557.00 


1)  In  the  existent  time  frame,  identification  of  costs  for 
improvements  other  than  buildings  has  not  been  possible  since 
inventory  records  have  not  been  maintained  for  these  items. 
Their  cost  is  reflected  as  Furniture  and  Equipment  or  Build- 
ings as  the  records  are  now  maintained.   Separate  categories 
will  henceforth  be  identified. 

2)  These  figures  were  verified  by  the  appropriate  state  agencies, 

3)  The  equipment  purchased  for  the  Mental  Health  Clinic  is  ex- 
cluded as  all  cost  data  was  not  readily  available.  Much  of 
this  equipment  is  now  unusuable. 


4) 


Prior  lack  of  recordkeeping  as  to  source  makes  it  impossible 
to  separate  these  items  as  to  specific  source.   The  time 
required  to  rebuild  such  costs  from  original  documents  would 
be  extremely  prohibitive.   The  Department  feels  that  most  of 
these  fixed  assets  were  acquired  with  State  monies. 
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Balance  Sheet  -  All  Funds  -  Pages  2  and  3 

Comment:    The  Department  was  unable  to  verify  the  figures  shown  on  the  auditors' 

Balance  Sheet,  therefore  the  Balance  Sheet  presented  in  the  audit  has 

been  reconstructed  to  reconcile  with  the  SBAS  General  Ledger  at  June  30, 

1975  and  to  include  the  Agency  Fund  which  is  not  recorded  on  the  SBAS, 

but  for  which  detailed  records  are  maintained  by  the  Department.   (See 

Balance  Sheet  -  next  page.) 
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Revolving  Fund  Cash 

Agency  Fund  Cash 

Cash  in  Treasury 

Resources  Available  for 
Payment  of  FY75  Support 
Expenditures  &  Withdrawals 

Accounts  Receivable  - 
Dishonored  Checks 

Inter-Entity  Loan  Receivable 

Expense  Advances  to  Employees 

Other  Advances 


CENTRAL  OFFICE 
ALL  FUNDS 
BALANCE  SHEirr 
JUNE  30,  197 '3 

GENERAL 
FUND 

GRANT 

CLEARANCE 

FUND 

REVOLVING 
FUND 

AGENCY 
FUND^ 

$     500.00^ 

$ 
3,796.47 

$ 
1,250.08 

$ 
8,798.83 

135,161.78 

114.00 

2,400.00 

108.11 

255.00 

$138,538.89 


$3,796.47 


$1,250.08 


$8,798.83 


Accrued  Support  Expenditures 

Accrued  Withdrawals^ 

Due  to  Youth 

Reserved  for  Revolving  Fund 

Reserved  for  Account  Receivables 

Dishonored  Checks 
Reserved  for  Inter-Entity  Loan 

Receivable 
Reserved  for  Expense  Advances 

to  Employees 
Reserved  for  Other  Advances 
Fund  Balance 


$124,872.68 

500.00 

114.00 

2,400.00 

108.11 

255.00 

10,289.10 

$138,538.89 


$3,695.19 


82.25 


101.28 


$3,796.47 


1,167.83 
$1,250.08 


8,798.83 


-0- 


$8,798.83 


Balance  per  check  book  as  of  June  30,  1975  is  $159.20.   $192.25  was  properly  accrued 

(Document  #15044-0146),  therefore  appears  as  an  expenditure  of  the  fiscal  year. 

$173.55  was  accrued  in  January,  1976. 

See  note  3  to  Financial  Statements. 

Accruals  reflect  those  items  accrued  after  the  close  of  the  fiscal  year  as  of  November 

30,  1975:    $78,896.10 


Continued  on  Next  Page 
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CENTRAL  OFFICE 
ALL  FUNDS 
BALANCE  SHEKT 
JUNE  30,  1975 


FEDERAL  AND  PRIVATE  REVENUE  FUNDS 


COMMUNITY 
SERVICES 


CENTRAL 
OPERATION 


FEDEPvAL 
REVENUE 
SHARING 


EMERGENCY 
EMPLOYMENT 
FUND 


Revolving  Fund  Cash 

Agency  Fund  Cash 

Cash  in  Treasury 

Resources  Available  for 
Payment  of  FY75  Support 
Expenditures  &  Withdrawals 

Accounts  Receivable  - 
Dishonored  Checks 

Inter-Entity  Loan  Receivable 

Expense  Advances  to  Employees 

Other  Advances 


Accrued  Support  Expenditures 

Accrued  Withdrawals^ 

Due  to  Youth 

Reserved  for  Revolving  Fund 

Reserved  for  Accounts  Receivables 

Dishonored  Checks 
Reserved  for  Inter-Entity  Loan 

Receivable 
Reserved  for  Expense  Advances 

to  Employees 
Reserved  for  Other  Advances 
Fund  Balance 


85,969.20 


$85,969.20 

$27,842.43 
71,878.82 


(13,752.05) 
$85,969.20 


1,420.83 


$1,420.83 
$1,420.83 


-0- 


$1,420.83 


1,590.26 


142.92 


$1,590.26 


8,661.11 


$1,590.26     $8,661.11 
$1,447.34     $6,672.47 


1.988.64 


$8,661.11 


4  Accruals  reflect  those  items  accrued  after  the  close  of  the  fiscal  year  as  of  November 
30,  1975,  $78,896.10. 
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Statement  of  Appropriations  and  Expenditures  -  Page  4 

Comments:    In  the  Statement  of  Appropriations  and  Expenditures,  the 
auditor  discloses  an  excess  of  expenditure  over  appropriations  in  two 
areas.   In  no  case  are  expenditures  allowed  to  exceed  appropriations 
and,  in  fact,  they  do  not.   (Also  see  Comments  to  the  Auditor's  Report.) 

The  Department  was  unable  to  verify  the  expenditures  shown  by  the  audi- 
tor, thereby  the  Statement  of  Appropriations  and  Expenditures  is  shown 
with  a  cut-off  date  as  of  June  30,  1975  and  then  post-closing  trans- 
actions are  disclosed.   An  adjusted  appropriation  balance  is  thereby 
shown  as  of  November  30,  1975. 
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Statement  of  Revenue  Income  -  All  Funds  -  Page  5 

Comments:    The  General  Fund  Schedule  of  Reimbursement  Receipts  by 
Institution  is  presented  for  further  disclosure  of  reimbursement  col- 
lected as  revenue  for  each  institution.   This  supplemental  schedule  is 
presented  on  the  following  page. 
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Statement  of  Changes  in  Fund  lialances  -  All  Funds  -  Pages  7  and  8. 

Comments:    This  statement  reflects  fund  balances  as  of  June  30,  1975 
which  are  in  variance  with  the  Department's  reconstruction  of  the 
Balance  Sheet  in  four  funds:    the  General  Fund;  Community  Services  and 
Federal  Revenue  Sharing  in  Federal  and  Private  Revenue  Funds;  and  the 
Grant  Clearance  Fund.   Also,  prior  year  expenditure  adjustments  and 
resources  available  for  payment  of  fiscal  year  1975  Support  Expenditures 
and  withdrawals  are  not  included.   Time  constraints  do  not  permit  recon- 
ciliation of  these  statements. 
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CENTRAL  OFFICE 
DEPARTMENT  OF  INSTITUTIONS 
Notes  to  Financial  Statements 
June  30,  1975 


(1)   Summary  of  Significant  Accounting  Policies 

The  preceding  financial  statements  reflect  the  financial  position  and 
operations  of  the  Central  Office.  The  financial  transactions  for 
the  Central  Office  are  recorded  in  different  types  of  funds  of  the 
State  of  Montana.   The  Central  Office  is  a  discrete  entity  and 
financial  data  pertaining  to  the  Office  have  been  combined  into  a 
set  of  financial  statements  in  order  to  provide  an  understanding  of 
the  Central  Office's  operations. 

The  different  funds  included  in  the  financial  statements  and  their 
purpose  are: 

General  Fund  -  To  account  for  all  Central  Office  revenues  and 
expenditures  not  included  in  any  of  the  other  funds. 

Federal  and  Private  Revenue  Funds  -  To  account  for:   1)  govern- 
mental grants  received  other  than  those  grants  for  which  a  separate 
fund  has  been  established,  2)  various  sources  of  revenue  disbursed 
through  "Central  Office,  and  3)  federal  revenue  sharing  monies 
received  from  the  state  as  a  secondary  recipient.  The  four  funds  in 
this  category  are:    Community  Services,  Central  Operations,  Federal 
Revenue  Sharing,  and  Emergency  Employment. 

Agency  Fund  -  To  reflect  cash  held  for  youth  in  the  Aftercare 
Program  and  reflect  the  corresponding  liability. 

Federal  Grant  Clearance  Fund  -  To  account  for  the  financial  activi- 
ties relating  to  federal  monies  received  from  the  state  as  a  secondary 
recipient . 

Revolving  Fund  -  To  account  for  income  and  expenditures  incurred  in 
the  operation  of  the  Billings  building  as  a  separate  business 
entity. 

The  following  is  a  summary  of  the  more  significant  accounting  policies 
at  Central  Office. 

Fund  Accounting 

The  accounts  of  Central  Office  are  organized  on  the  basis  of  funds, 
each  of  which  is  considered  to  be  a  separate  accounting  entity. 
The  operations  of  each  fund  are  accounted  for  by  providing  a 
separate  set  of  self-balancing  accounts  which  comprise  its  assets, 
liabilities,  reserves,  fund  balance,  revenues  and  expenditures. 


-24- 


-  n  - 


Basis  of  Accounting 

The  modified  accrual  basis  of  accounting,  under  which  expenditures 
are  recorded  when  the  liability  is  incurred  and  revenues  are  recorded 
when  received  in  cash  unless  susceptible  to  accrual,  i.e.  measurable 
and  available  to  finance  the  Department's  operations,  or  of  a 
material  amount  and  not  received  at  the  normal-time  of  receipt,  is 
followed  for  all  funds,  except  for  Reimbursement  revenue. 

Encumbrances 

Encumbrance  accounting,  under  which  purchase  orders,  contracts  and 
other  commitments  for  the  expenditure  of  funds  are  recorded  in 
order  to  reserve  that  portion  of  the  applicable  appropriation,  is 
employed  in  all  funds.   The  balance  in  the  reserve  for  enciunbrances 
account  is  included  in  accrued  support  expenditures. 

Appropriations 

Appropriations  in  the  general  fund  and  federal  revenue  sharing  are 
made  by  the  legislature  for  operating  purposes  of  Central  Office. 
Expenditures  against  these  appropriations  are  funded  by  the  corres- 
ponding funds  at  the  state  level.   Unexpended  or  unencumbered 
balances  in  these  appropriations  revert  to  the  respective  state 
funds . 

Supply  Inventories 

Supply  inventories  are  expensed  at  the  time  of  purchase. 

General  Fixed  Assets 

The  Central  Office  has  maintained  a  record  of  its  general  fixed 
assets.   Assets  purchased  are  recorded  as  expenditures  in  the 
various  funds  in  the  year  of  purchase  or  encumbrance. 

Depreciation  is  not  provided  on  general  fixed  assets. 

Vacation  Pay  and  Sick  Pay 

The  value  of  unused  vacation  and  unused  sick  leave  accumulated  by 
employees  is  not  recorded  as  a  liability.   Each  permanent  employee 
can  accumulate  and  carryover  a  maximum  of  two  years  vacation  into  a 
new  calendar  year.   Unused  accumulated  vacation  is  redeemed  in  cash 
upon  termination  of  employment. 

(2)  Retirement  Plan 

The  State  of  Montana  Employees  at  Central  Office  are  eligible  to 
enroll  in  a  contributory  retirement  plan,  the  Public  Employees 
Retirement  System.   The  unfunded  past  service  costs  and  the  actu- 
arially computed  value  of  vested  benefits  is  not  readily  available 
for  members  of  the  plans  employed  at  Central  Office. 

(3)  Accounts  not  on  Statewide  Budgeting  and  Accounting  System 

The  cash  in  the  agency  fund  represents  cash  held  in  trust  for  the 
youth  committed  to  Aftercare.   This  cash  and  the  corresponding 
liability  are  not  recorded  in  the  statewide  budgeting  and  accounting 
system,  but  the  fund  records  are  maintained  by  the  Department  and 
the  fund's  financial  condition  is  reflected  in  the  financial  state- 
ments for  reporting  purposes. 
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(A)   Statement  of  Expenditures  by  Program 

The  Department  could  issue  a  statement  of  expenditures  by  program 
but  time  does  not  allow  for  its  inclusion  with  this  reply. 

(5)  Accounts  Receivable-Reimbursement  Program 

The  Reimbursement  Program's  Accounts  Receivable  are  of  such  a 
nature  that  they  would  have  to  be  categorized  as  to  those  accounts 
which  should  provide  resources  to  the  state  in  the  next  year  and 
those  which  may  not  be  collected  for  several  years  in  order  to 
properly  disclose  them  on  financial  statements. 

'nT^__rpr£vrdkeeping  has  not  been  maintained  to  immediately  retrieve_ 
receivable  categories  necessary  for  report -ing_purposes . 

In  the  design  of  an  automated  reimbursement  system  as  is  later 
outlined  in  this  reply,  such  capability  will  be  developed. 
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AGENCY   RESPONSE   TO 
AUDITOR'S    COMMENTS   AND   RECOMMENDATIONS 


REIMBURSEMENTS    PROGRAM 


Recommendation  -  Page   9 


Because  of    the  materiality  of    the  amounts    Involved   we   recommend    that 
priority  of   organizing   this   program  be    immediately  undertaken. 

In  fie-^poyi6e  to  the.  {■^Indingi)  af^  thiA  audit  fitponX  in  KoJiation  to  thz 
VizpanXmtnV ^  Rizimbiiuomtnt  BuAeaa,   thz  VepoA-tment  iyittndi  to  add/iojii, 
■Lti>  fitvenuc  {jUnctiom,,  dz{yicii\ncie.6  and  nt^di ,    both  centAalZy  and 
at  tho.  inAtiXiMtionaZ  tovoJi,   bij  coAAying  thAough  uiiXh  the,  conA^ctivz 
itudij  toe  oiitZimd  in  the,  iegi^lati-vt  Aaditon.'6  n.e.pofvt  on  liJanm 
Spfiingii  State  Ho^spituil,   Page  122,   deaLlng  Mith  n-eAmbuA^ement^ . 

The,n.e{)On.e,   iince  ouA  fie^ipon^t  in  the  Wanm  SpfiA.ng'{>  State  Hospital 
audit  Kepont:  embfiaceA  the  KeMnbuAMemtnt  (^unction  totaZtij  wiXkln  thz 
VepaAtment,  Me  witt  fiejXeAate  oun.  int.e.nt  {)0n.  the.  puApoi>eA  o(^  tlvU 
n.e.ponX. 

The  VepaAtment  o{^  Jn.ititution{>  ha6  admini^tAXLtiveI.tj  cAeated  a 
ReimbuA^emen.t  Bureau  Lohich  Lit  cuAAen,ttij  opeAatying  a  fievenue  pioceA'b. 
The  VepaAtment  ha^  delegated  -cti  authonJJiij  to  aj,ie66,   collect  and 
pfioceM  peA  diem  and  ancittoAij  me.dicaZ  i,eAvice  chaAgeA   ^on.  the  caAe 
and  tAe.atment  o(\  ^eJ>ident  patie.nt6  in  i>ix.  iiUtiXutioivs  and  communiXy 
(^acitiX-iei)   to  thij,  BuAcau. 

Kuthon-vty  to  opeAote  iuch  a'Kcvenue  function  65  cowtai.ne.d  in 
Section  SO-1601  and  SO-1603,   RCM,    1947. 

The.  VepoAjjment  Lb  cuAAcntly  analyzing  the  Keanbu/vsement  {^uncZion  to 
deveZop  g^eateA  potential  {^on.  collecting  fieimbufvi cable  co{>ti.     Tkii, 
analybii,  includes  plaiu   (yon.  developmeivt  0^  an  automated,  teZepfLoceM>ing 
^eAjmbuAi>ement.  i,y6tem  (^on.  Mliich  founding  a)as  appnopfiiated  by  the  44th 
le.gii,latu.ve  i,ej,{>ion. 

To  coHAect  the  def^iciencicA  noted  in  tiiLs  audit  fiepont.  oi  weX£  a-6 
in  OUA  0M)n  sel()-analyiij> ,  the  VepaAtment  ij>  fieiiponding  to  noted 
exception^  by  lohmalZy  stating  ito  intent  to  aggfiei^ively  puAAue 
the  analyiiii,  and  iub^equent  itAengthening  of,  the  fLeimbuUejment 
(^unction  by: 

1 .       Eitablibhing  objective  and  accuAate  coit  allocation  techniques 
iA)klch  iieilect  the  tfiue  and  complete  cost  0^  cafie  and  medical 
iefivicei  in  oun.  {)acilxtie6.     The  ba^bci  ion.  these  allocations 
will  be  the  Statewide  Budgeting  and  Accounting  System,   cost 
centen.  {-findings  nelated  to  pnof,eAsional  lees  and  ancillany 
changes  and  analytical  data  denived  {^nom  the  Iknitana  (^ee 
schedule.     Essentially,   cost  data  muld  be  SBAS  cost  in{^onirta- 
tion,  depneciatton  costt>  accumulated  by  Medicane/ Medicaid  cost 
centeAS  and  a  cost  allocation  among  cost  centenj> . 
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2.  VzvoJiophiQ,  aAtlcuI.atA.ng  and  pfiomuZgatlng  among  ouA  ^acJJUjtiu 

a  nQW  fi^AjmbuA6ermnt  poi^iai  whAch  fie.^lzctA  and  znhancai  thz 
inttnt  oi  6tate,    {{edcAciI  and  dzpaAtmnntat  fitgalcution^. 

3.  ClaAi{)tj-ing  tlviough  adminiA-tAativc.  policleJi  the  piopeA  i>2.paAa- 
tlon  Oj^  fLUpoyiS-ibiLiXij  {■^afi  coit  doXoAmincution ,   bitting  and 
cottzcJtlon  {iunctU.on6  and  cAtabtLslilng  an  accountab-iJUXy  ^y^tvn 
among  the.  organizational  components. 

4.  Vzvdiopmcnt  of)  a  total  iiptejn  approach  Mlth  maxMnum  atUU-za- 
tlon  oi  automated  coit  data,   accoan.tA.vig  and  bUJLing   {sanctions. 
The  computeAlzed  fielmbuAscmeYit  6y6tejm  Milt  addAeJ,6  the  noted 
deficiencies  in  that  It.  Mitt  attoM  the  VepoAtment  peAiodic  and 
InqaiAij  accMi  to  admission,    (^Inanciat,  movement  itatiii  and 
treatment  in{\OAmation  f^on.  each  individaai  pcutient,   each  {yacAlA.- 
tij  and  each  i>tal{)  member  oi,  welZ  as  f^or  the  to  tat  department . 

The  automated  6tj6tem  Mill  altoM  tlmety  access  to  such  in^orma- 
tton  as  welt  as  the  capacLtij  to  store  such  inf^ormatton  in 
maxMuum  security  until  ati  attempts  at  collection  have  exhausted, 

MatteAS  relating  to  internal  control:     the  su{){)iclent  staii^lng 
issue  Milt  be  expressed  and  corrected  via  the  above-mentioned 
corrective  actions  .that  Me  are  cuAren.tty  engaged  in. 


STATEWIDE   BUDGET  AND   ACCOUNTING   SYSTEM 


Recommendation  -  Page   9 

We   recommend    that  an  effort  be  made   to    fully  utilize   the   system   for 
analysis  of   performance  and   assistance   in  current   and    future  budgeting. 

The  Department:  believes  that  the  use  o{^  SBA5  has  been  relied  upon 
in  great  depth  to  collect  costs  by  expenditure  and  subprogram.     The 
S8A5  is  utilized  in  every  area  where  costs  are  necessary  ior  both 
budgeting,  grant  reporting,   and  ipeclfyic  managejn}enl.  in  {formation. 
Tigures   {^or  {^uture  budgeting  are  avai.lable  and  {)igures  to  compaJie 
with  a  current  budget  are  also  available.     In  regard  to  analysis  o^^ 
perionmance,   the  department  uses  SBAS  as  in  the  ioltowiyig  tliree 
examples  to  provide  {financial   iniormatlon  to  program  administrators. 


Examples  ■ 


Level  1  costi>  gathered 
Level  1  costs  gathered 
Level  3  coit5  gatheJied 
Level  4  costs  gathered 

Level  I  costs  gathered 
Level  1  costs  gathered 
Level  3  costs  gathered 
Level  4  costs  gathered 


Community  Based  Services 
AfyteAcare  Program 
Vli.trlct  CounsetO'is  Cars 
district  1 

Communily  Based  Services 
ki^tercare  Program 
Taster  Home  Care 
Tom  Jones,   {^oster  child 
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c)       Level   1  coiitd  gatkeAC'd 

Level  2  cioi,t6  gathcAed 

Level  3  co6tf>  gcUhcAed 

Level  4  coi>t6  gathered 


Commaivitij  Ba^ed  SeAviceA 

AfyteAcoAe  PfLogfiam 

Gfiants 

Staf)!)  Jn.cu.vu.ng  Gfiarvt 


Expendltxuie.  ccU.egohA.e-i>  then  apphj  to  each  o{)  the  levels  above  6o 
that  peAAonat  i,eAvicei>;   ipecl{)ic  ttjpe^  o{'^  contAacted  i>eAvice.i>; 
-!)applie6  6ach  at,   {\Ood,  gai>,  and  peA  diem;  tAavel  and  etc.  oAe  dhoMn 
peA  leve.1. 


Internal  Control  Review 

Our  review  of  internal  control  stimulated  the  following  comments: 


Recommendations  -  Pages  9  and  10 

Cash  Receipts  and  Disbursements 

1)  Employees  participating  in  the  receiving,  paying  and  handling  of 
cash  items  should  be  required  to  take  vacations  on  an  annual  basis 
and  their  duties  given  to  others  in  their  absence. 

2)  Internal  auditing  by  way  of  surprise  checks  of  deposit  tickets  into 
original  books  of  account  should  be  made  on  an  irregular  basis  by 
someone  with  no  duties  pertaining  to  cash  or  collections. 

Bot/i  0(1   t/((.'ic'   iaggc'if (OH-i   have  bee.vi  inconpon.ated  in  the 
opeAathig  pfioceduncs  legaxding  cash. 


Plant  and  Equipment 

1)  Detailed  records  should  be  maintained  on  all  fixed  asset  purchases. 

2)  A  physical  inventory  of  fixed  assets  should  be  observed  annually. 

3)  Major  purchases  should  be  made  through  the  State  Purchasing  Department, 

Vztailed  fiecofidi>  oAc  maA.ntaA.ned  on  atl  {)lxe.d  ai,6et  puAchcui eJ> . 
In  addition,  phiji,lcaJi  Inventofvici,  OAe.  obieAvcd  annually  and 
majon.  puAcha^eA  aJie,  made,  in  accon.dance  uilth  Stale.  Vuncluvblng 
Ve.paAtment  policy.     VaAchcu>ci>  oveA  $150  will,  not  be.  appK.ovexL 
ot  paid  by  the  Accounting  Vlvlilon  o{^  the  VepaAtment  o{^ 
Adm.ailitAatlon  unle^ii   they  aAe  made  tiiAough  the  Stcite.  VandvoMlng 
VepaAlmcnt.     The  only  ex.ce,ptioni)  to  thl.t>  pnoceduAe.  aie  open 
contAactA  beJ:ivecn  the  State,  and  ve.ndoh.6  Mhlch  do  not  go  thAough 
the  State  Punchjulng  Vcpanlment . 


Vouchers  Payable 

Duplicate  copies  of    invoices   should  be  voided   to   prevent   duplicate 
payments. 

The  VepaAtmenl  voltl  comply.     TuAtheA,  ve.ndofi  Invoice.  iHeM  aAe 
nzvlcvoed  quoAleAly  ai  a  dtbcoveAy  mcani,   {^ofi  pos-ilbte.  duplicate,  paymenti. 
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Payroll 


Recommendation  -  Page  10 

1)  We  recommend  the  use  of  a  time  clock  for  recording  the  time  of 
hourly  employees.   In  general  we  feel  that  the  control  over  em- 
ployee attendance  is  lacking. 

k{>,tQA  the,  n-Zdzyit  combination  o{,  -idv^AoZ  g^oapi  o{^  zmployeeA 
locaXzd  in  icve^n^at  loacitionA,  in  HdLzna,  tht  cont/Lol  of^  attend- 
ance wai  ai,6igned  to  the  appKopnlate.  adminij,tAcutonA  and  I  oh. 
6apcn.viJ,onj) .     A  tmt  nepont.inQ  i>ij^tzm  luu  been  emptoyzd  and  a 
diAe.ctive  a^ixing  fieApon^ibiZittj  ^ofi  VepafiXme.nt  attendance. 
ha6  been  i^Micd  bij  the  Vliecton.. 

2)  It  was  noted  that  employees  often  do  not  sign  for  their  own  pay 
check.   It  would  strengthen  internal  control  if  each  employee  was 
required  to  sign  for  his  own  pay  check. 

EmploijceJi  ofie  not  neqaJJied  to  iign  ^ofi  pay  MaAA.anti>  i(^  they 
afie  peuonalty  detiveAed.     Only  when  iomeone  otheA  than  the 
employee  Aeceivei,  the  MafiAant  on.  i{)  the  check  i^  picked  up 
peuonally  at  a  lateA.  time  than  when  the  dtitPtibaton.  hai> 
detiveAed  pay  MoAAanti,,   is  the  AeceiveA'  6  6ignatuA.e  AequiAed. 
Since  thcAe  aAe  otheA  contAots  in  e{)^ect  with  AegoAd  to  pay- 
Aott  and  the  payAoll  diitiibLttoA  Li,   (^amitlaA  with  alt  CentAal 
0{i{^ice  employees ,  the  VepoAtment  dou  not  {^eel  that  it  ij> 
nece-d-soAy  at  thu   time   {)0A  eveAyone  to  6ign  (\0A  theiA.  pay 
LOOAAant. 


General 


Recommendations  -  Page  10 

1)  We  observed  that  many  journal  vouchers  to  correct  coding  errors 
were  not  independently  approved  by  a  supervisory  employee. 

2)  The  agency  needs  a  safe  to  secure  undeposited  receipts,  pay  checks 
and  other  valuable  documents. 

PAocediiAC  has  been  implemewted  to  aA6uAe  independent  appAovat 
0(3  jouAnal  voucheAJ)  to  coAAect  coding  eAAoA^  by  a  iupeAviJ>oAy 
employee.     Also,  the  agency  iJi  in  the  pAoceSd  o^  acquiAtng  a 
i,a^e. 


BUDGET  AMENDMENTS 


Recommendation  -  Page  10 


1)  We  recommend  that  in  the  future  these  subsidiary  records  be  main- 
tained on  a  current  basis  and  agreed  monthly  to  the  control. 
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Tkii  li>  an  nxceUiznt  n-zcommnndation.     The.  Vo-pouttrntnt  did  not 
{f-Lnd  thz  $300  m-Licoding  until  (JOjCUl  dnd  whun  A.econcxix.ng  thz 
appfiopKlaXlanA.     Hznczlon^th,  thty  mM  be  fizconciZtd  montkiy 
by  tht  aacountA.ng  6upcAvii>ofL. 


Recommenda t ion  -  Page   10 

2)    We   recommend   that  an  effort  be  made   to   keep  complete  records  of 
these  documents,    (appropriations) 

Om  o{i  thz  documdntA   in  question  had  not  bdzn  fieZzxHdd  by  thz 
Ofi{i-lcd  o{i  Budget,  and  Pfiogfiam  Vlanning,   but  thd  budgdX.  amend- 
rmnt  (^llz  Maj>  compleXt   [tka>   budget  amendment  uxu   (^on  $2S,614 
Mklck  woi  u>6ued  a^teA  the  elohe  o^  the  {^licaZ  yeaA]  .     The 
otheA  doeument  had  been  bonAOMed  ^lom  the  {^lle^  and  not  le- 
placed.     An  ei^ionX.  ha^  been  made  to  fietaln  the  onlglnaZ  o^ 
documenti),  fieZea^-ing  only  copter. 


UNRECORDED  LIABILITIES 

Comment:   Unrecorded  Liabilities  at  year  end  amounted  to  a  net  of 
$78,896.10  (See  All  Funds  Balance  Sheet,  note  3).   These  unrecorded 
liabilities  arose  primarily  due  to: 

1.  The  44th  Legislative  Assembly  appropriated  funds  pertaining  to  the 
closure  of  the  Montana  Children's  Center  which  thereby  required  the 
immediate  alternative  placement  of  those  residents.   The  time  frame 
between  such  authorization  and  year  end  required  an  extremely 
organized  effort  to  try  to  develop  all  the  commitments  necessary  to 
provide  services  and  quarters  for  the  transferred  youth.   The 
Department  requested  and  received  authorization  from  the  Department 
of  Administration  and  the  State  Purchasing  Department  to  expend 
fiscal  year  1975  authorized  monies  beyond  the  regular  cut-off  date 
in  order  to  furnish  group  homes,  etc.  for  these  displaced  youth. 
Those  liabilities,  though  unrecorded  at  June  30,  1975,  have  since 
been  properly  recorded  to  reflect  the  expenditures  in  the  appropri- 
ate year. 

2.  It  is  a  physical  impossibility  to  submit  all  accruals  into  SBAS  by 
the  SBAS  cut-off  date  for  fiscal  year  end  items. 

Expenditure  detail  is  recorded  to  every  specific  category  as  appropriate 
on  SBAS  and  the  Department  cannot  fathom  what  prompted  the  auditor's 
closing  comment. 

TRUST  FUND  CASH 

This  fund  is  the  Agency  Fund  included  in  the  Department's  All 
Funds  Balance  Sheet . 
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